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Key Economic Indicators for Gabon 


All values are in US Million $ unless otherwise indicated 


1976 1975 


Exchange rate US $1 ® 250 CFA 220 CFA 220 CFA 
GDP at Current Prices (1) 2,145 1,744 1,389 
Per capita GDP $ thousands 3,410 3,270 2,671 
Population (thousands) (1) 629 591 575 
Labor Force (thousands) 129 116 89 
Interest rate 6.5 6.5 5.5 
Money Supply 396.4 258.6 211.3 
Development Budget T3760 487.1 98.2 
Operating Budget 234.8 200.7 132.1 
Foreign Assets - 3 41.0 3263 
Domestic Credit 300 240.0 181.4 
Foreign Debt 1,400 (2) 735 535.7 
Total Exports 1,085.7 917.8 928.3 
Total Imports 480.9 457.1 440.4 
Balance of Trade 604.8 460.7 487.9 


Exports to U.S. 187.0 161.8 157.9 
Imports from U.S. 27<9 Lv sD 78.8 
Wholesale Price Index 


(May 1976) - 1966 =100 243 201.6 183.4 


Retail Price Index 

(May 1976) - 1966 =100 254.07 245.8 170.7 
Uranium Production (tons) 1,978 1, 386 1,772 
Petroleum (Million of tons) 11.3 1353 10.2 
Manganese (Million of tons) 2.2 2.2 Zel 
Tropical Wood cut (Million 

of Cubic Meters) | 1.4 id 
Electric Power produced 

(Million of Kilowatt Hours) 327.7 253.0 


(1) Estimates 
(2) Includes $ 330 million of Government guaranteed borrowings 


Sources: Central Bank, Ministries of Plan, Finance, and Mines 
CNSS 





SUMMARY 


The economy of Gabon, characterized in the last several years 
by a boom touched off by the quadrupling of oil prices, has 
begun to slow down and will probably continue to do so for the 
next year or two. Revenues, derived chiefly from oil, timber, 
uranium and manganese, increased moderately in 1976 and may 
continue to increase slightly over the next few years. 
Expenditures have increased dramatically. Economic activity 
in the country will continue, notably the principal infra- 
structure projects such as the Transgabon Railroad, but not at 

the striking level immediately preceding the July 1977 OAU 
Summit Conference. Gabon has a stable, pragmatic government 
which follows a liberal economic policy of encouraging private 
foreign investment and management. The government's policy of 
economic nationalism (Gabonization) is a fairly moderate one 
and does not seek to drive out or discourage foreign firms - 
only to participate with them. American firms have good 
opportunities to obtain large contracts in Gabon and make 
fairly substantial sales here. The Embassy, backed by the 
Departments of State and Commerce in Washington, is ready to 
help American firms in any way possible. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The Gabonese economy, although continuing to be fueled by a 
steady inflow of revenue from the petroleum industry, is 
beginning to slow down after the boom of the last few years 
and will probably continue to do so for the next year or two. 
Gabon has one of the highest per capita incomes in Africa. 

The government has embarked on an ambitious development program 
to develop the country's abundant natural resources as well as 
to create a diversified industrial base. The goal is to reduce 
Gabon's dependence on imports and eventually to permit Gabon 
to become an exporter of semi-manufactured products. Evidence 
of the expansion of the economy is visible throughout the 
country, particularly in the amount of construction underway 
and recently completed: factories, schools, hospitals, houses, 
apartment buildings and roads. For the first six months of 
1977 Libreville was a construction site with most of the work 
completed barely days before the opening of the OAU Summit 
Conference in July 1977. The city has been completely trans- 
formed and now has anndern system of main roads with excellent 
street lightning and traffic signals. Two new hotels have 
been opened as well as large extensions to two existing hotels, 
providing 600 additional rooms. Construction will resume 





shortly on a fifth hotel of 500 rooms, scheduled to open in 
1979. Work on major infrastructure projects is continuing 
and several large projects will go out for tenders within a 
few months. The Government Plan officially places highest 
priority on agriculture in order to reduce Gabon's dependence 
on imported foodstuffs and hopefully to reduce food prices. 
Expenditure on agricultural development, however is minimal 
compared to other sectors. 


NATURAL RESOURCES 


The mineral resources of Gabon have provided the fuel for the 
country's economic boom. The most important of these is 
petroleum. While Gabon's petroleum production is extremely 
small in comparison with that of other OPEC nations (Gabon's 
production exceeds only that of Ecuador), in 1976 petroleum 
accounted for $ 956 million or three quarters of the country's 
export revenues. 1976 productim of approximately 11.2 million 
metric tons was down only slightly from 1975's level of 

11.3 million metric tons. Production is expected to continue 
at these levels for the next few years but will then begin 

to decline if no new substantial commercially viable discoveries 
are made. Although estimates of the life of proven reserves 
vary widely, Gabon probably can produce at present levels for 
another ten to fifteen years. Some estimates, however, are 
for as little as five years of petroleum remaining. The 
government recognizes that petroleum is an exhaustible resource 
and wishes to maintain production at present levels for the 
longest possible time to insure a steady flow of revenue and 
to conserve the life of the producing wells. The government 
is actively encouraging further oil exploration, both on shore 
and off shore. Substantial activity is underway, particularly 
in the south near Mayumba. Exploration on shore is hampered 
by the nature of the terrain which makes such exploration 
extremely expensive and the commercially viable deposits tend 
to be fairly small. 


Approximately 85% of Gabon is covered by dense forest, and 
timber remains one of the country's most valuable resources. 
The timber industry is beginning to recover from the 1974 
depression of the wood market and future prospects are good. 
1976 production was 1.1 million cubic meters; most of this 

was exported, in the form of lumber, veneer and plywood, to 
France, Israel, Greece, and other European countnes. The 
estimated value of wood exports is $ 92 million. More invest- 
ment in timber is planned including reforestation projects, 
and construction of the 250,000 ton , $ 300 million SOGACEL 
pulp mill at Kango which was begun early in 1977. Exploitation 





of the second forestry zone will increase upon completion 
of the Transgabon Railway. Planning and development of the 
timber industry are now centralized in the Société Nationale 
des Bois du Gabon, which is also responsible for marketing 
Gabon's timber abroad. 


The third most important earner of foreign exchange is 
manganese. Gabon is the leading supplier of manganese to the 
United States. 1976 production was 2.2 million tons and accoun- 
ted for 7.5% of Gabon's total exports. Gabon's manganese is 

of extremely high quality and proven reserves are estimated 

at 200 million tons. The manganese ore is presently exported 
from Moanda to Congo via a cable car network and then by rail 

to Pointe Noire. The cable car system is operating at capacity 
and any expansion of production will have to await completion 
of the Transgabon Railway to Franceville and construction of 
the minerals port at Santa Clara just north of Libreville. 
World market demand permitting, annual production may then 
reach 4 million tons. 


Proven uranium reserves have been estimated at a 25-year supply 
at current production levels. In 1976, 1,978 tons of 50% 
uranium concentrate were produced at the COMUF plant at Mounana. 
There are plans to upgrade the level to "yellowcake" and expand 
production over the next few years to 1,500 tons of uranium 
metal content. Virtually all of Gabon's uranium production is 
exported to France. Several companies, including Union Carbide, 
are actively prospecting for additional uranium deposits. 
Exploration and testing are continuing on the extensive iron 
ore deposits at Belinga in the northeast, whose reserves are 
estimated at 300 million tons of high grade (60% Fe) low phos- 
phorus ore and another 300 -—- 500 million tons of high grade 

ore containing a higher percentage of phosphorus. If market 
prospects are favorable, production could begin in the mid-1980's 
when the Transgabon Railway is scheduled to reach Belinga. The 
ore would be exported through the Santa Clara minerals port. 


AGRICULTURE 


The government of Gabon has placed its highest priority on 

the development of agriculture in the 1977 - 1980 Development 
Plan and proposes to invest some $ 325 million in this sector 

of the economy. Only one half of one per cent of Gabon's total 
land area is under cultivation and of that approximately three 
fourths is for subsistence farming. Agricultural production 
accounts for a small portion of the country's GNP and satisfies 
less than 10% of the country's food needs. Most food is imported 
from France and neighboring countries. Food prices continue to 
be extremely high and are rising. 





Agricultural development in Gabon is hampered by the small 
labor force, lack of a road network to bring produce from 
agricultural areas to the urban centers, and the lack of an 
agricultural tradition in the country. Future agricultural 
projects in Gabon will probably be highly mechanized and will 
include some elements of food processing. There are plans 

to expand and revitalize the coffee and cocoa plantations, palm 
plantations and palm oil refineries, poultry farms, and cattle 
ranches. The SOSUHO sugar cane plantation and refinery near 
Franceville are in operation and production is expected to 
reach 30,000 tons by 1980 with 20,000 tons for export. The 
fishing industry in Gabon is stagnant but the Development Plan 
hopes to encourage the development of an industry with a modern 
fleet, new fishing port in Libreville, and construction of 
refrigeration facilities. 


INDUSTRIAL DEVELOPMENT 


Through the Program for Industrial Diversification (PID), the 
government of Gabon now requires the petroleum companies to 
reinvest ten per cent of their profits in industrial ventures 

in Gabon. These projects are jointly administered by the 
government and the participating oil companies on a 51/49 per 
cent basis. Some of these industries are dependent upon 
petroleum and petroleum by-products but most are wholly indepen- 
dent of petroleum. Among the projects in the planning stage 

and currently underway are: plants to produce asphalt, paints, 
lacquers, ammonia; drilling companies; data processing; construc- 
tion and agriculture. SOSUHO and SOGACEL are covered by the 

PID program. 


TRANSGABON RAILWAY 


The major development project in Gabon remains the Transgabon 
Railway, on which the development program for the entire country 
depends. Actual construction began in 1975 by EUROTRAG, a 
thirteen company European consortium. Construction is behind 
schedule, perhaps as much as eighteen months to two years, but 
laying of track began in mid-1977 and work is continuing. The 
Libreville-Franceville portion, or the first two "legs" of the 
railroad, may be in operation in 1983. Construction of the 
third leg from Booué to Belinga will await completion of the 
testing results of the iron ore deposits and will coincide with 
construction of the Santa Clara min@wals port. There has been 

no further mention of extending the railroad to Port Gentil, 

the economic and industrial center of Gabon. A spur line of the 
railroad will be built from Owendo to Santa Clara and a call 

for bids is expected to go out in early 1978. 





BUDGET AND PLANS 


Gabon postponed its newest development plan until 1977 and 

the 1977 - 1980 plan is extremely ambitious with total public 
and semi-public investments of $ 3,429.5 million in various 
sectors of the economy. The plan is based on two hypotheses: 
the first, or low one, that petroleum production will even- 
tually cease with no new discoveries; the second, or high one, 
that there will be new petroleum discoveries of commercially 
viable quantities. The plan places highest priority on 
agriculture, including forestry and industrial development. 

The needs of the social sectors are not neglected. Schools, 
hospitals, housing, hygiene and health programs, particularly 
in rural areas which have not benefitted from the petroleum 
boom of recent years, are included. The 1977 Budget was 
balanced at 255.8 billion CFA or $ 1,023 million. The recently 
approved 1978 Budget was announced as balanced at 242,5 billion 
CFA or roughly $ 1 billion. It is expected that a separate 
development budget will be announced early in 1978. 


DARK SPOTS 


In spite of the basic strength and long term favorable outlook 
for the Gabonese economy, there are three main problem areas: 
the debt situation, inflation, and the small labor force. 
Gabon's external and internal debt has grown markedly in the 
past year with the result that the country's debt service 
ratio is relatively high. Most of this debt is short to 
medium term and some of the country's development program 
may have to be curtailed or deferred until the debt picture 
eases up in the next two or three years. For the present 
time the country has imposed a series of austerity measures 
designed to keep the debt under control and improve its 
management. 


The Gabonese government has recently commissioned two studies 
by international consulting firms which suggest effective debt 
management procedures. The Lazard Freres analysis of the 
internal debt was submitted at the end of November. The 
government's acceptance of the report has apparently paved 

the way for the release of the first tranche of a substantial 
long term French government loan. This loan should be used to 
consolidate and allow for reasonable payment scheduling of the 
internal debt. 


Another study, done by Morgan Grenfell, concerning the general 
condition of the Gabonese economy but with emphasis on the 
external debt was completed in mid November. While the 
recommendations of the study have not been made public as of 





this writing, it is evident that development expenditures 
will have to be held to a minimum for the next three years 
if external debt payments are going to be met by current 
export receipts. 


Inflation also remains a serious problem and has worsened 

in recent years because of the country's high dependence 

upon imports. In 1977, the rate of inflation was between 

20 % and 25%. Gabon has always been one of the most expen- 
sive countries in Africa, but the Government is trying to 
keep inflationary pressures under control by imposing ceiling 
prices on high demand commodities such as gasoline and meat. 


Gabon is an under-populated country amhas an insufficient 
labor force to fulfill the economy's needs. There is no 
unemployement and the shortage of labor has resulted ina 
large number of non-Gabonese working in Gabon, including 
perhaps 40,000 French. Strict immigration controls have 
been instituted to cut down on the number of illegal immi- 
grants attracted by availability of jobs and high salaries. 


IMPLICATIONS FOR THE UNITED STATES 
Current U.S.—Gabonese Economic relations 


President Bongo is a pragmatist and fully recognizes that 
Gabon requires foreign private direct investment, managemant, 
and technology in order to fulfill the country's ambitious 
development program. During his trips to the United States 

in August 1973, September 1976, March 1977 and October 1977, 
he repeatedly encouraged American businessmen to come to Gabon 
to witness the economic activity and see for themselves the 
opportunities for investment. Relations between Gabon and 

the United States are warm and the economic relations are 
strong and growing. 


Greater trade with the United States is hampered by the 

small size of the internal market, the necessity of doing 
business in the French language, and the traditional trading 
patterns with Europe, particularly France. In spite of these 
factors trade opportunities do exist for a wide range of 
products, and Gabon wishes to diversify its sources,of supply 
for imported goods. American-manufactured products feck an 
excellent reputation in Gabon. Investment opportunities 

are good, and U.S. investment in Gabon now slightly exceeds 

$ 200 million, second only to that of France. The largest 
and oldest U.S. investment in Gabon is that of United States 
Steel in COMILOG, the manganese mining company in Moanda. 


Even though Gabon has money to spend, through, perhaps not 





quite as much as in previous years, foreign participation 
and investment will continue to be required for the development 
of the country. 


GABONIZATION 


President Bongo has adopted a policy of Gabonization which in 
practice does not operate as a threat to the American investor. 
It can be best described as a policy of joint participation. 

When a new industry or company is established in Gabon, the 
Gabonese receive 10% of the stock gratis, with an option of 
increasing participation up to 60% through the purchase of 
additional stock, at a price agreed upon by the company and 

the government’ It is also required that the company headquarters 
be in Gabon and that a Gabonese be its director, although there 
are some exceptions to the latter requirement. Thus far, there 
have been no serious problems with this system and companies 

have received fair prices for their stock shares taken by the 
Gabonese government. Gabonization in practice is a reflection 

of the President's pragmatic nature; Gabonese participation is 
necessary for the well-being of Gabon, yet foreign investment and 
skills are equally needed and foreign firms must be treated 
fairly. 


OPPORTUNITIES FOR U.S. BUSINESSMEN 


There are wide-ranging opportunities for U.S. business in Gabon 
most of which have been mentioned previously. There are good 
opportunities for agricultural equipment, forestry equipment, 
and mining equipment. The previously large market for public 
works equipment has fallen off now that the construction indus- 
try has slowed down from the high levels of previous years. 
Although the short term outlook is not very bright, the longer 
run market for aircraft is good. Gabon's Limited road network 
is difficult if not impossible to use during the rainy season, 
and most communication with the interior of the country is by 
air. Gabon has more than 120 airports, three of which can 
handle large aircraft. Good opportunities remain for the mining 
industry. Complete and thorough prospecting of Gabon has never 
been carried out because of the dense jungle in the interior, 
and there may be undiscovered mineral deposits in the country. 


Several large projects are particularly interesting to U.S. firms. 
Construction of the SOGACEL pulp plant is underway, but all of the 
required equipment has not been purchased. An American firm, 
Soros Associates, is doing the engineering and design work for 

the Santa Clara minerals port. The Owendo port will be saturated 
by 1978 and bids will go out within a few monts for construction 
of the Owendo south extension. 





The Government also plans to build a ferromanganese plant in 
Franceville to process the manganese from nearby Moanda. 
Both Union Carbide and United States Steel hold shares in the 


company formed to build this plant which is dependent on construc- 


tion of the Grand Poubara dam which should be completed by the 


mid 1980's. Electricité de France has completed the preliminary 


study for the dam and several U.S. firms are actively pursuing 
the contracts for the economic and engineering studies. The 
Government had intended to construct a new and larger interna- 
tional airport for Libreville, the present one being one of 
the busiest in Africa in terms of numbers of takeoffs and 
landings per day, but this project has been deferred indefini- 
tely as part of the "austerity" effort. 


The United States Government currently assists Gabon through 
loans, guarantees, and insurance from the Export Import Bank 
and the Overseas Private Investment Corporation. The Peace 
Corps is also active in Gabon in English teaching and school 
construction programs. 


American firms which have been most successful in the past 
are those which have undertaken on-the-spot visits by 
French-speaking representatives willing to return often enough 


to develop the personal contacts essential to success. The U.S. 


Embassy in Libreville offers to American business visitors 
such services as briefings and help in securing appointments, 
and in some cases can also assist if problems develop with 
obtaining entry visas. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce Washington, D.C. 20230. 
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